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E.O. 11652:N/A 

TAGS:ETRD. RP 

SUBJECT:COTTON CONTRACTS. 

REF: STEVENS/SAMPSON TELCON 

1 . DEPARTMENT OF AGRICULTURE CONFIRMS THAT REGISTRATION 
FOR CCC CREDIT OF 328,000 DOLLARS HAS BEEN APPROVED 

FOR YUPANGCO. CREDIT WAS LISTED WITH OTHER PROPOSED 
REGISTRATIONS FORWARDED BY DBP; LIST DID NOT NOTE THAT 
YUPANGCO STILL HAD OUTSTANDING CONTRACTS, AND CREDIT 
WAS THUS REGISTERED AUTOMATICALLY. 

2. NON ACEA SHIPPER HAS SUBSEQUENTLY REGISTERED SALE 
FOR JANUARY -FEBRUARY SHIPMENT UNDER CREDIT. WE DO NOT 
BELIEVE SHIPPER WOULD BE WILLING TO WITHDRAW SALE. US 
ACTION TO DE-REGISTER CREDIT WOULD POSE DIFFICULT 
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LEGAL PROBLEMS. DEPT. OF AGRICULTURE HAS NOT YET 
RECEIVED NOTICE FROM DBP THAT LETTER OF CREDIT HAS BREN 
ISSUED FOR SALE. 

3. USG NOT PREPARED TO WITHDRAW APPROVAL OF REGISTRATION, 
BUT BELIEVES THAT WE SHOULD TAKE ADVANTAGE OF SITUATION 
TO TRY TO FINALLY RESOLVE YUPANGCO - CIEC DISPUTE. 
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DBP AND PRESS THEM NOT TO ISSUE L/C AND TO SEEK 
RESOLUTION OF DISPUTE WITH YUPANGCO BEFORE GOING FORWARD 
WITH CREDIT. EMBASSY SHOULD NOT VOLUNTEER CONFIRMATION 
THAT USG WILL HONOR CREDIT IF L/C IS ISSUED; IF QUERIED 
DIRECTLY ON THIS POINT. YOU MAY NOTE THAT REGISTRATION 
OF CREDIT CREATES CERTAIN OBLIGATIONS OF USG TO US 
SHIPPER AS WELL AS TO DBP. PLEASE REPORT RESULTS TO 
DEPARTMENT BY IMMEDIATE CABLE. TALKING POINTS FOLLOW. 

4. A. USG HAS NOTED THAT DBP LIST OF CCC REGISTRATIONS 
INCLUDES 328,000 DOLLARS CREDIT FOR YUPANGCO. 

- B. USG FURTHER NOTES THAT IN LETTER OF ASSURANCES 
DATED MAY 7, 1975, DBP STATES THAT NO FURTHER LETTERS 

OF CREDIT FOR COTTON IMPORTS WILL BE ISSUED TO MILLS WITH 
OUTSTANDING CONTRACTS. 

WE HAVE NOT YET RECEIVED NOTIFICATION THAT A LETTER OF 
CREDIT HAS BEEN ISSUED FOR THIS SALE; AND WE BELIEVE 
THAT THE DBP IS OBLIGATED NOT TO ISSUE ONE UNTIL 
OUTSTANDING CONTRACT ISSUE IS RESOLVED. 

- C. YUPANGCO AND CIEC HAVE NOT BEEN ABLE TO AGREE 

ON MUTUALLY SATISFACTORY TERMS FOR PERFORMANCE OF CON- 
TRACT. CIEC REMAINS WILLING TO CANCEL CONTRACT IF COURT 
JUDGEMENT IS VACATED AND CLAIMS AND COUNTERCLAIMS 
WAIVED. IN LIGHT OF RECENT CANCELLATION OF LIRAG 
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CONTRACT AND APPARENT NEARNESS OF CANCELLATION OF 
UNITED ASIA CONTRACT, WE BELIEVE THAT DBP HAS 
OPPORTUNITY NOT LIKELY OCCUR AGAIN BRING THIS LONG 
STANDING PROBLEM TO MUTUALLY SATISFACTORY CONCLUSION. 
ACCORDINGLY, WE WOULD URGE DBP TO MAKE BEST POSSIBLE 
USE OF LEVERAGE PROVIDED BY CCC CREDIT AND LETTER OF 
ASSURANCES TO PERSUADE YUPANGCO TO AGREE TO CANCELLATION 
OF CONTRACTS. 

KISSINGER 
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